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The Market for Ualue-Added
Food Grows in Portugal

By Maria do Monte Gomes

ince Portugal’s entry into the Euro-

pean Union (EU) in 1986, the coun-

try has undergone a tremendous

transformation. Portugal has success-

fully parlayed a dozen years of well-
managed EU infrastructure funds into
strong economic growth,low inflation and
substantial foreign investment in produc-
tive capacity.

With robust economic growth since
1993, the Portuguese economy is thriving.
In 2000, the economy grew at an estimated
3.1 percent above the EU average. Portugal’s
unemployment rate, currently 4.1 percent,
is also significantly better than that of its
neighbors. With per capita income of more
than $10,000, Portuguese consumers have
purchasing power.

In 2001, the Portuguese economy ex-
perienced a slower rate of economic
growth, similar to what has been happen-
ing in the rest of the EU. However, this is
expected to be a short-term phenomenon,
with mid- and long-term prospects remain-

ing positive.

Market Boosters

Over the last decade, Portuguese im-
ports and exports of all sorts have expanded
rapidly. Portuguese exports have benefit-
ted from the EU market. The takeoft in
imports underscores strong Portu-
guese demand for foreign goods.
From 1998 to 1999, U.S. total ex-
ports to Portugal increased from
$888 million to $1.1 billion, a 23-
percent jump, with excellent po-
tential for future growth.

Portugal has 10 million people who

have money to spend.Yet the Portuguese
market is often overlooked, despite the fact
that it has a number of things going for it
that U.S. food suppliers should note. Al-
ready there are significant indirect U.S. ex-
ports to Portugal, shipped through other
EU countries. In addition, Portugal has
strong trade links as the main supplier to
African nations that were former Portu-
guese-speaking colonies, and the prospect
of continued strong growth stemming from
ongoing EU investment.

Portugal is a relatively small
country, so most sales
channels cover
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the entire nation. Multiple distributors are
generally unnecessary. Distribution centers
are located in Lisbon in the south and Porto
in the north. However, many large import-
ers and wholesalers have branch sales of-
fices in other towns and cities, including
on the Portuguese islands of Madeira and
the Azores.

As consumer tastes become more so-
phisticated, the market is increasingly char-
acterized by a trend toward more novelty
and specialty items, more fresh fruits, sea-
food and meats, vegetables and delicates-
sen foods--but fewer basic food items.

/.~ Portuguese consumers want high quality

and attractive packaging. In addition, con-
sumers are more health-conscious. Interest
in natural foods is high. Products consid-
ered luxury items just a few years ago, such

as mushrooms, asparagus, celery, tropi-
g cal fruits and vegetables, ice cream and
breakfast cereals, have become com-
5 monplace. Influenced by constant
advertising in the press and on tele-
vision, consumers tend to accept

trends and use new products.
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The Portuguese retail food market is
extremely competitive, and domestic dis-
tribution systems are efficient.
Hypermarkets, supermarkets, convenience
stores, discount stores and specialized stores
coexist with the traditional grocery stores
and wet markets. In 1998, retail food out-
lets totaled almost 29,000, and this number
is expected to grow from 1 to 3 percent
annually over the next five years.

Moreover, the number of restaurants in
Portugal has tripled during the last 20 years

to some 90,000.

U.S. Trade Prospects

Market opportunities appear particu-
larly bright for U.S. high-value consumer
foods, beverages and seafood. Factors likely
to bolster the market include:

* Portuguese consumers have seen their
purchasing power increase over the last
decade, and they increasingly buy on
impulse.

* Direct sales, large supermarkets,
hypermarkets and shopping malls are a
growing part of Portuguese everyday life.

* Eating habits have changed drastically in
the last few years, with more and more
people eating “on the run.”

* For consumer goods, the decisive selling

factors are price, quality, brand name and

innovative product features.
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PORTUGAL HAS 10
MILLION PEOPLE WHO
HAVE MONEY TO SPEND.
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Best High-Value Product Prospects

+ Walnuts
+ Peanuts
- Edible dry beans
- Wines, beer and bourbon

V.
+ Fruit juices and other %
non-alcoholic beverages

- Seafood (lobster, salmon, frozen items)

- Frozen vegetables (including french fries)
+ Microwavable food products

- Ready-to-eat food products

- Processed fruits and vegetables

* Portugal’s total market for consumer-ori-
ented agricultural products was $2.2 bil-
lion in 1999, with yearly growth expected
at 3 percent through 2005. The market
for edible fish products was just over $1
billion in 1999, with an expected annual
growth rate of 2 percent through 2005.

Exporter Business Tips

Success in introducing a product into
the Portuguese market depends on acquir-
ing good local representation and making
personal contact. The advantages of local
representation include market knowledge,
up-to-date information and guidance on
business practices and trade laws, sales con-
tacts and market development expertise.

English is widely spoken in Portugal.
Therefore, U.S. exporters can expect to
conduct their meetings with private and
government contacts in English.

U.S. firms getting involved in the Por-
tuguese market should remember that
modern sales techniques coexist with tra-
ditional practices. For example, many Por-
tuguese business people still consider
personal contact and a handshake a stron-
ger bond than a contract. But they will not
be offended if a formal contract is requested.
As in any business undertaking, U.S. firms
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- Dried fruits and dried fruit mixes

- Sauces and condiments

+ Snacks

- Breakfast cereals

- Low-calorie products

+ Food supplements and health foods
+ Herbal teas
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-+ Pet food f
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- Organic food /[ .||"' ~
products g

- Ethnic foods

are strongly advised to check prospective
partners’ bona fides and obtain written
agreements.

Portugal follows EU rules and regula-
tions that govern food trade. Portugal ap-
plies import duties according to maximum
and minium tariff rate schedules. The
minium schedule applies to U.S. products.

The following documents are required
for ocean or air shipments of food prod-
ucts to Portugal:

* Bill of lading and airway bill (2 copies)

* Commercial invoice (2 copies)

* Phytosanitary certificate and/or health
certificate

» Import certificate (usually obtained by
the Portuguese importer) o

The author is an agricultural marketing
assistant at the U.S. Embassy in Lisbon, Por-
tugal. Tel.: (011-351-21) 770-2358; Fax:
(011-351-21) 726-9721; E-mail:
aglisbon@mail.esoterica.pt

For details, see FAS Report
PO1025.To find it on the Web,
start at www.fas.usda.gov,
select Attaché Reports and
follow the prompts.




